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-- assistance to disadvantaged individuals in allied 
health training; 

advanced allied health professions 

graduate health program traineeships; and 

a new Lister Hill scholarship program for students 
willing to practice family medicine in shortage areas. 

The enrolled bill creates a major new health professions 
student loan guarantee program and a student loan insurance 
fund for health professions students. The amounts that the 
Secretary of HEW could guarantee are $500 million in 1978, 
$510 million in 1979, and $520 million in 1980. Under 
the new program, the total and annual amounts that health 
professions students can borrow under Federal guarantee 
would be limited to $50,000 in total and $10,000 annually, 
except for pharmacy students who would be limited to 
$37,500 in total and $7,500 annually. The Federal Govern
ment would insure 100% of the loans plus interest--on a 
"full faith and credit of the United States" basis. 
The loans could not bear an interest rate in excess of 
10%, and the Secretary of HEW would be authorized to 
charge<annual insurance fees not to exceed 2%. 

If students subsequently agree to service in the National 
Health Service Corps or in private practice in an area 
approved by the Secretary, the Federal Government would 
repay the student's loan at a rate not to exceed $10,000 
a year. In order for students to be eligible for these 
loans, however, the institutions they attend must agree to 
the full range of capitation grant conditions as briefly 
discussed above. Moreover, only 50% of the MOD students 
in each class at any one institution can receive loans. 

While the Administration favors the concept of encouraging 
health professions students to finance their training, 
particularly in light of their relatively high income 
expectations, no specific Administration proposals were 
made. Moreover, many of the specific provisions are 
inconsistent with Administration policy, e.g., the 10% 
limit on interest, the 100% Federal insurance exposure 
for principal and interest, and the absence of a requirement 
that private financing for loans is not otherwise available, 
{inorder to minimize unnecessary Federal involvement in 
credit markets}. 
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Foreign medical graduates. H.R. 5546 requires alien 
physicians to pass parts I and II of the National Board 
of Medical Examiners and to be competent in oral and 
written English before they can immigrate to the United 
States. In addition, it tightens the requirements for 
participation by alien physicians in the exchange visitor 
program. The Administration has opposed the bill's require
ments regarding immigration of alien physicians, but has 
supported the changes in the exchange visitor program. 

National Health Service Corps (NHSC). The Administration 
proposed a limited number of changes in the National 
Health Service Corps program authorities. These included: 

-- one-time grants to communities of up to $10,000 
to assist them in defraying the initial costs of establish
ing medical practices; 

-- authorizing HEW to transfer Federal equipment and 
supplies at NHSC sites to a community; and 

-- allowing the communities with NHSC sites to retain 
some of the fees to repay a community's investment in 
developing the site. 

H.R. 5546 goes substantially beyond the minimal changes 
proposed by the Administration, including a complete re
write of NHSC authorities. Among the new provisions are 
amendments to: 

increase the salary of Corps merr~bers for the first 
3 years of service to a level comparable to that of 
private practitioners (but by not more than $1,000 a 
month), 

guarantee that the income of a Corps member stays 
at least at the same level as in the last month of his 
initial 36 months of NHSC service, 

expand significantly the current definition of 
"health manpower shortage areas" to include urban areas; 
population groups that are underserved; private, nonprofit 
or public facilities including Federal facilities (e.g., 
PHS hospitals), that the Secretary of HEW determines have 
a shortage, 
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-- authorize the HEW Secretary to award former NHSC 
members grants of $12,500 or $25,000 for one or two 
years' previous service, respectively, to establish practices 
in areas approved by the Secretary, 

-- require that areas with the greatest shortages 
be given priority in the assignment of NHSC personnel, 
and 

-- modify the current authority for assistance in 
starting NHSC practices from one for a $25,000 grant to 
one for a $50,000 loan. 

Financing. The table below contains a summary comparison 
of the appropriation authorizations provided by H.R. 5546 
with the amounts requested in your 1977 Budget and proposed 
in the Administration bill. The table at Attachment A 
shows the amounts authorized for each program in H.R. 5546. 
For fiscal year 1977, H.R. 5546 authorizes $638 million, 
$330 million more than the amounts you proposed, as shown 
in the following summary table: 

( $ in millions) 

1977 1978 
1976 H.R. H.R. 
Actual Budget 5546 5546 

Construction 2 -0- 127 42 

Capitation grants 101 120 163 220 

Special projects 98 128 201 195 

Student assistance 82 35 113 161 

National Health 
Service Corps 15 25 34 47 

Total 298 308 638 665 

The 1977 Labor-HEW Appropriations Act--which Congress 
enacted over your veto--did not contain funds for health 
professions education activities because of a lack of 
authorizing legislation. Funding for these programs was 
included in the continuing resolution that the 94th 
Congress recently passed. Under the resolution, funding 
will stay at the 1976 level. · 
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In addition to the appropriations authorizations above, 
H.R. 5546 authorizes loan authority of $500 million in 1978, 
$510 million in 1979 and $520 million in 1980 for the 
new Federal loan insurance program. 

Arguments in Favor of Approval 

1. The stated objectivesof H.R. 5546 are similar to 
the Administration's objectives in that H.R. 5546 is 
designed to shift the focus of Federal aid toward 
increasing the number of primary care physicians and 
addressing the problems of geographic and specialty mal
distribution. Though different in approach, the capita
tion, scholarship, special project and NHSC provisions 
of H.R. 5546 direct Federal funds to institutions and students 
agreeing to specialize in primary care fields and serve 
in health shortage areas. 

2. H.R. 5546 has broad bipartisan support in both 
houses of Congress and, on balance, represents the best 
bill that the Administration can obtain at this time. 
It has taken Congress nearly two years to enact this legis
lation; disapproval could result in a long delay in achieving 
enactment of another health professions bill. Moreover, 
depending on the make-up of the 95th Congress, the prospect 
of achieving a bill closer to the Administration's proposal 
is uncertain at best. 

3. The conferees on H.R. 5546 deleted a number of 
provisions which the Administration strongly opposed, e.g., 
requirements that HEW develop and establish licensure 
standards for doctors and dentists, Federal licensing of 
radiologic technicians, and Federal pre-emption of State 
laws relating to physician training. This represents a 
substantial concession toward the Administration's proposals. 

4. Although H.R. 5546 contains a number of provisions 
opposed by the Administration, HEW believes they will not 
present insurmountable problems. Amendments can be sought 
next year, if necessary, to modify or repeal the quota 
provision relating to the admission of U.S. students attending 
foreign medical schools. Also, it is possible that problems 
stemming from the authori.zation "trigger" requiring full 
funding of the scholarship program and the excessive appro
priation authorization levels can be worked out with the 
Appropriations Committees next year. 
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5. With respect to the National Health Service Corps, 
disapproval of H.R. 5546 could be interpreted as retreating 
from your commitment of substantially increased funding 
of $25 million for 1977. 

Arguments in Favor of Disapproval 

1. While the objectives of H.R. 5546 are similar to 
those of the Administration, the specific program 
authorities and appropriation authorization levels are 
almost universally at odds with the Administration's 
specific proposals. You endorsed the concept of a sub
stantial loan program, for example, as a way of enabling 
the students--rather than the general taxpayers--to 
finance those costs. H.R. 5546 provides the new loan program, 
but also increases the general taxpayer subsidy through 
the new programs and higher funding levels. All of the 
major programs that you proposed for phase-out or termina
tion are continued and expanded. A substantial number of 
new narrow categorical programs are added and inappropriate 
Federal regulatory authorities are imposed, e.g., quotas for 
out-of-State enrollments and U.S. students from foreign 
medical schools. These requirements raise serious equity 
issues with respect to State institutions and out-of-
State residents. 

2. While H.R. 5546 did have substantially bipartisan 
support, it represents an undesirable direction for 
Federal health professions programs. The next Congress 
may feel differently when apprised of the basis for 
disapproval. Moreover, the absence of authorizing legis
lation for health professions programs in H.R. 5546 since 
1974 enabled the Administration to hold funding at $298 
million in 1976 compared to an actual level of $552 million 
in 1974. Thus, the absence of authorizing legislation 
has--in the past--resulted in actual appropriation levels 
closest to the Administration's budget goals. For example, 
under the continuing resolution in 1976, no funds were 
appropriated for construction grants--as the Administration 
proposed. 

3. While the conferees deleted a number of undesirable 
provisions in the House and Senate versions, many such 
provisions still remain. Moreover, approval of H.R. 5546 
should be based on the provisions remaining--not on the 



potential adverse impact of provisions that might have 
been included and might subsequently be included in a 
revised bill presented to the President. 
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4. As the 1977 Labor-HEW appropriation bill veto 
override demonstrates, HEW has had an exceedingly difficult 
time in working successfully with Congress to attain 
Administration funding levels, particularly when the 
authorization levels are double those proposed in the 
President's Budget. 

5. The Administration commitment to NHSC is clear. 
The Administration has, however, always considered the 
NHSC program a demonstration program. The large and pro
gressively increasing authorizations in H.R. 5546--$47 
million in 1978, $57 million in 1979, and $70 million in 
1980--will cause States and local communities--as well 
as some Federal agencies--to view the direct provision of 
medical care for health manpower shortage areas to be an 
ongoing Federal responsibility. This view of the Federal 
role would be reinforced by approval of H.R. 5546 which 
contains new authority for HEW to make start-up, private 
practice grants to former NHSC members. 

Moreover, in allowing a specific medical facility--
including a Federal medical facility, such as PHS hospitals-
to be designated as a health manpower shortage area under 
the NHSC program, the bill places HEW in the business 
of staffing community or Federal hospitals. Thus, 
communities and Federal agencies are encouraged to ignore 
:>taffi.ng problems in their hospitals and pressure HEW 
to provide NHSC staff, as necessary. 

6. Federal assistance to health professions schools 
is not necessary to attract students. In many instances 
health professions schools already turn away many 
qualified applicants. For medical schools, for example, 
there are three times as many qualified applicants as 
there are spaces. 

Recommendations 

HEW recommends your approval of H.R. 5546 in its enrolled 
bill letter, stating: 
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11 Although H.R. 5546 differs in a number of respects 
from the Administration's proposals, the principal 
program objectives set forth by the Administration 
would in large measure be carried out ••. If the 
bill is allowed to die, we believe it is doubtful 
that a measure more favorable to the Administra
tion's position could be enacted in the next 
Congress ... 

The Departments of Justice, Treasury and Labor identify 
concerns that they have with specific provisions of the 
bill, although they do not recommend disapproval. Justice, 
in particular, points out that the section requiring 
medical schools, as a condition of receiving grant funds, 
to admit a certain number of U.S. students from foreign 
medical schools 11 is almost certain to generate litigation 
••• to which the United States will be a party. 11 Justice 
also points out that Congress at the same time ''also 
enacted section 408 of S. 2657, proposed Education 
Amendments of 1976, which would amend the General Education 
Provisions Act to make it unlawful for the Secretary to 
defer or limit any Federal education financial assistance 
on the basis of a school's failure to comply with student. 
admission quotas ... 

We believe that H.R. 5546 should be disapproved. In its 
entirety, H.R. 5546 does not carry out 11 in large measure" 
Administration objectives. On the contrary, it represents 
an extensive departure from the appropriate Federal role 
articulated in your budget and legislative proposals. It 
contains excessive funding levels, a new maze of narrow 
categorical program authorities, inappropriate Federal 
requirements and unwarranted quotas on the health profes
sions schools. We believe that your public disapproval 
and the reasons therefor can substantially influence the 
next Congress. 

A draft memorandum of 
consideration. 

Enclosures 

dis~l az:ed .for your 

Paul H. O'Neill 
Acting Director 
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Comparison of the H.R. 5546 with the ~dminl5tration Propo~al 

($ in millions) 

Construction: 
Grants •••••••••••••••••••••••••• 
Interest subsidies •••••••••••••• 

~~· 1100 ........................... .. 
VOPP ........................... . 

•Public health ••••••••••••••••••• 

Soecial orcjects: 
Consolid~ted Grant ••••••••••••••• 

•start-up, financial distress 
interdisciplinary training and 
curricullli~ develo?ment •••••••••• 

*Graduate programs in health 
administration ................. . 

Start-up and conversion ••••.••••• 
Financial distress ••••••••••••••• 

*Area health education centers ••• 
Health manpower educat~on 
initiatives •••••••••••••••••••• 

*Recruit~nt of disadvantaged 
students ....................... . 

Fall!ily medicine. training ••••.••• 
.*Family medicine and general 

dentistry .................... .. 
•u.s. student transfers from 

foreign medical schools •••••••• 
*Physician assistants and dental 

auxiliaries •••••••••••••••••••• 
*Public health and graduate 

programs in health adminis-
tration ................... .,· .•. •'• ....... ·. 

•occup;,tional health t·raining 
wnd cU~c~tional center~ ....... . 

*F3tn1ly PCOl.Cinc ctcparc..."!lCn"C.c ..... . 
•Gcnc~~l internal ~edicinc and 

pediatric residencies ..••••.••• 
•New medical schools ••••.•••••••• 

computer technology ••••••••.•••••• 
Allied health special improv~~ent. 
Allied health recruitment ••••••••• 
Allied health R&D •••••••••••• , •••• 

• Allied health projects .......... .. 
Public health schools formula grants 
Public health school project awards 

Student assistance: 
Capital contributions to school 

loan funds ....... : .. ......... .. 
•Federal loan insurance fund ••••• 
•scholarships for needy students. 
National h~alth service corps 

scholarships ••••••••••••••••••• 
F~deral re?ayrnent of student 

loans ......................... . 
Health professions scholarships. 
POlblic health trainec5hips •••••• 

*Graduat·o health trainecshifs •••• 
Allied ~~alth traine~ships •• , ••• 

•:.ssistance to disadvantaged 
individuals in allied health 
training ...................... . 

Nurse traineeships •••••••••••••• 
*Lister Hill scholarships •••••••• 

tlatl.onal Health Service Corps ..... 
•Private pract>ce grants to former 

NHSC 100mbers ••••••••••••••••••• 

Total authorizations 

'Guarant ~cd loan author! ty ••••••••• 

less 

1976 
Appro
priation 

2 

83 
18 

3 
5 

38 

15 

11 
•• 
14 

6 
6 

24 

22 

6 
4 
9 

4 

13 

15 

298 

1977 
President's 

Budget 

113 
7 

128 

35 

25 

308 

H.R. 5546 

103 
24 

134 
29 

41 

5 
5 

41 

39 

2 

s 

10 

15 
11 
•• 
15 

6 
6 

39 

40 

•• 
10 

4 

20 
•• 
34 

•• 
638 

40 
2 

177 
33 
10 

25 

3 

20 

2Q 

40 

2 

25 

s 

s 
10 

15 
2 

1 

22 

26 
2 

16 

75 

•• 
8 
3 
5 

1 
25 
•• 
47 

•• 
665 

500 

H. R. 5546 

40 
3 

186 
33 
11 

25 

4 

30 

20 

45 

3 

30 

5 

8 
15 

20 
2 

1 

24 

27 
2 

17 

•• 
8 
3 
!j 

1 

• • 
57 

•• 
765 

510 

40 
3 

197 
34 
11 

25 

4 

40 

20 

so 

4 

35 

6 

10 
20 

25 
2 

1 

26 

28 
2 

18 

200 

** 

9 
'3 
s 

1 

•• 
70 

•• 
889 

520 

Attachr.~ent A 

.. 
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Today I am signing legislation which will materially assist 

, in insuring that all Americans throughout the country will 

.thav:!:·sufficient access to physicians and dentists. Last 

year the Administration submitted to Congress a legislative 

proposal based on findings which showed that while there was 

no longer a shortage in the total number of physicians in 

the United States, there were alarming signs that this 

country was facing two growing problems with respect to 

'-ikc-,vt o-I-L-
these practitioners. -'Ph~ not enough doctors in rural 

--1-k~'-l.. ,?:...- : 
and inner city area~an~a continuing decline in the number 

of doctors practicing primary care, i.e., the problem of 

specialty maldistribution. 

I am pleased that the bill before me specifically addresses 

those issues which we identified as being of greatest concern. 

Although the bill contains some undersirable features, I 

bel~eve that, on balance, it represents a definite step 

toward improving health care delivery, and, accordingly, 

warrants my signature. 
._:, 

There are several provisions of this legislation which will 

be instrumental in solving the problems of geographic and _. __ 

specialty maldistribution~ 

sr.:h:>larship program which will provide individuals -with 

financial assistance to attend medical school. · 
--.- ::.-·. 

for these scholarships,· each recipient will be required to . 

serve in a health manpower shortage area for a period of at 

least two years. Coupled with this scholarship- program, the 

bill authorizes the establishment of a Federal program of 

insured loans--a proposal I have supported--to assist health 

professions students. This program virtually assures that 

.-.-: 

' . 

no individual will be denied a medical education for financial 

reasons. Also the bill establishes a program of special 

assistance to disadvantaged students in an effort to equalize 

opportunities among all individuals who wish to become 

health profession~ls • 
































































































